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CHAPTER 3 - DOC MAJOR PRQJECT APPROVAL PROCESS

3.0 Purpose and Scope

This Chapter provides the DOC Bureaus with general and specific
gui dance on real property projects that require authorization
fromthe Departnent of Commerce, Chief Financial Oficer and
Assi stant Secretary for Adm nistration (CFQ ASA)

3.1 Authority for Chapter

DCOC requests approval from OMB and Congress for all major real
estate projects that exceed certain dollar thresholds. The
dol l ar threshol ds are adjusted each year for inflation and are
shown in Section 3.3.2 in fiscal year 2003 doll ars.

3.2 Roles and Responsibilities

Al major real property projects, regardl ess of the source of
funding, at or above thresholds nentioned in 3.3.2 require revi ew
and aut horization fromthe CFQ ASA

3.3 Prospectus Process

3.3.1 General

The prospectus is a detailed report that provides a
description of the project, a housing plan, utilization
rates, and an econom c anal ysis that provides a conparison
of the various nethods to acquire the space, e.g., purchase
or | ease.

DOC s prospectus approval procedure is a two-step process:

(a) First-Step - Prelimnary Review. As soon as it is
known that there is a potential space need that
wi || approach one of the established dollar
t hreshol ds, the Bureau Head will informthe
CFQ ASA by providing a summary of the expected
project, why it is needed, and the estimated
costs. This informati on and subsequent CFQ ASA
review i ncludes projects unilaterally approved by
Congr ess.
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(b) Second Step - Final Approval: After the project
has received the CFO ASA's final approval, the
Bureau is authorized to further devel op the
project. Mjor projects nust receive CFQ ASA
approval prior to detail ed design.

3.3.2 Threshol ds

The thresholds are adjusted annually for
inflation. For alteration and new construction
projects, the escalation factor for fiscal year
2003 is 1.9 percent and the discount rate is 5.8
percent. The follow ng thresholds are for FY 2003:

(a) $1,145,000 for the repair, alteration, or
construction project in | eased space;

(b) $2,290,700 for the repair, alteration, or
construction project in DOC-owned space; or

(c) $2,290,700 for space to be | eased (I|ease
threshold i s exclusive of services and
utilities per annun).

If the two-step design and construction alternative versus
the one step design-build alternative is selected, the
project will be governed by this Manual if the total cost of
the site/design/construction exceeds the above threshol ds.

The thresholds apply to all projects - |ease, nodernization,
alteration, construction and acqui sition.

3.3.3 Sources which Initiate Projects

There are three sources which fund/initiate major rea
property projects: GSA, Bureaus, or Congress. Regardless of
how the project is funded/initiated, the analysis and
information to justify the project is the sane.

3.3.4 Approval Process by Fundi ng Source

GSA Funded - The First-Step informati on should be submtted
as soon as the Bureau is notified by GSA of a pending
prospectus-level project. The Second-Step approval request
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shall include a draft of GSA s prospectus package before it
is submtted to the GSA Adm nistrator for subm ssion to OVB
and Congress. Since the First-Step Prelimnary Review has
al ready been conpleted by the CFQ ASA, the information
submtted at this stage becones the Second- Step Final
Approval process. The Bureau' s Assistant Secretary's cover
meno will include a sunmary showi ng how t he project
contributes to the Bureau's m ssion and what woul d
constitute a feasible alternative if GSA's funding efforts
are not successful.

Bur eau Funded - After receiving the CFQ ASA's acknow edgnent
during of the First-Step Prelimnary Review stage, the
Bureau will then conplete the project devel opnment process
and submt for final approval by the CFOQ ASA. Funds may be
provided through: (1) a line itemrequest in the Bureau's
budget for specific prospectus authority or (2) general
spendi ng authority.

Congressionally Funded - Wen a project has been
unilaterally funded by Congress, i.e., a project is funded
that has not been included in the President's budget,
requirenents simlar to a Bureau initiated project apply.
Bur eaus shall not proceed with procurenent actions for a
desi gn architect-engi neer or design-build contract for a
Congressionally initiated project until a prelimnary
econom ¢ anal ysis has been conpl eted and the CFQ ASA has
conpleted the First-Step Prelimnary Review.

It is inportant to performthe analysis pronptly after the
Congressional authority is received so that issues which
guestion the validity of the project may be quickly
addressed and, if necessary, alternative options proposed.
The First-Step analysis shall be submtted to the CFQ ASA
within 60 cal endar days of the Congressional project

aut hori zation. Were the information is not conplete, the
request for the First-Step Prelimnary Review shall be
submtted with the information that is readily avail abl e.

3.3.5 First-Step - Prelimnary Review

The purpose of the first-step in the prospectus process is
to provide the CFOOASA with early notice of a potenti al
project. It is understood that the information provided at
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this stage is devel opnmental and nay change as the project's
requi renents are further devel oped. Nevertheless,
information provided at this stage should provide a general
under st andi ng of why the project is needed and the expected
costs. The First-Step information is simlar to and
coincides with timng of the information NOAA provi des at

t he Second Decision Point (DP-2) step of the NOAA PDAM
(Project Devel opnent, Approval, and Managenent) process.

3.3.6 Second-Step Final Approval

First-Step information will be updated to reflect changes
since the informati on was submtted. The Second- Step
information will resolve any issues raised during the First-

Step review and better bring into focus the costs of the
project. The Second-Step information is simlar to and
coincides with timng of the information NOAA provi des at
the Third Decision Point (DP-3) step of the NOAA PDAM
process.

(a) Project Summary - A summary shall be provided
for each project. Project summaries are to
contain basic project information: project
name, project type, installation and property
nunber (for repair and alteration projects),
proj ect description, building size or |ease
requirenents (in gross and rentable square
feet for new construction and alteration
projects, in rentable and usabl e square feet
for | eases), parking (nunber of spaces), and
t enant organi zati onal elements to be housed.
Projected project costs are to be provided
along with the results of the A-94 anal ysis.
For additional information see Section 3.3.7
The Autonated Prospectus Systen(TAPS).

(b) Project Justification - The justification
needs to clearly state the role the project
plays in neeting the Bureau's |ong-range
housi ng plans. This justification wll
i nclude a discussion/matrix of current space,
the need for swing space if applicable,
operational benefits and [imtations, and how
the prospectus project fits into neeting the
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Bureau's | ong-range housing requirenents. |f
| eased | ocations are to be consolidated, the
| ease costs, |ease expiration dates, and
expected savings which will accrue should be
clearly stated. It is inportant to note when
a particular project is related to another
project, outline how the projects are related
and what inpact the delays will have on the
Bureau's broader strategies and pl ans.

Housing Plan - The plan shall include a discussion
of existing housing, nunber of personnel,

personnel in office space, nunber of personnel in
speci al space, and storage square footage.
Projects which do not dictate the need for a
housing plan, will include a brief explanation why
t he housing plan is not included.

Al ternative Housing - The sunmary shal

i nclude a proposed course of action if the
reconmended project does not receive
approval , authorization, or funding.

Par ki ng Requirenents - |If the project

i ncl udes parking, the nunber of spaces nust
be specified. There should be a description
of the parking (inside/outside, open deck,
surface.) Reasons for an extraordinary
nunber of spaces nust be explained. The
parking total will be broken into the uses of
par ki ng spaces (official, visitor

handi capped, enpl oyee) and by the nunber of
spaces assigned to each category. The study
shoul d expl ai n how t he nunber of parking
spaces was cal cul ated and provide a
justification for enpl oyee parking.

Estimated Costs - Based upon availability,
the follow ng information shall be provided
as applicable: site and construction costs
(per gross square foot), |ease costs based
upon avail abl e market anal ysis, sw ng space
costs, relocation costs, noving costs,

t el econmuni cati ons costs, etc. A brief
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di scussion shall be included expl ai ni ng why
the alternative selected is nbst cost-
effective and in the best interest of the
Gover nnent .

Esti mat ed Rei mbursable Wrk - Al work not
included in the project due to funding from
outside the Departnent is to be included as a
Separate itemw th an explanation providing

t he sources, background of the funding, and
responsi bilities or agreenents which are
attached to the Non-Departnent funds.

Mul ti-Year Project Schedule - Project

aut hori zation requests nust enconpass al
wor k necessary to neet the |ong-range needs
of a building. For instance if a funding
plan for all work that nust be done in a
bui | di ng can be acconplished during phases
covering a 5-year period, a justification in
the body of the project should explain the
phased funding plan. It nust also explain
how each phase can stand independently in the
event funding of future phases is del ayed.

Space Utilization - Provide a discussion of the office
utilization rate.

External Influences - A brief discussion of conmunity
and Congressional interests is to be provided. 1In

i nstances where the Bureau does not agree with a
Congressionally initiated project as authorized, a

di scussion of a recomended alternative(s) is to be
provi ded. Al so provide an assessnent of the schedul e
for conpleting an environnmental assessnment or

envi ronnmental inpact statenment is to be provided.

Compliance with Environnmental and Historic Preservation
Revi ew Requi renments - A discussion of potentia

envi ronnmental issues, historic preservation issues or
concerns is to be provided with findings as to whether
the project has the potential for mgjor, mnor, or no
inpact. In addition, the followng areas wll be

addr essed:
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(1)

(2)

(3)

(4)

Possible mtigating actions for
m nor and nmj or i npacts.

Potential environmental or historic
preservation inpacts or concerns
whi ch may require future anal ysis.

Prelim nary environnent al

cl assification of the proposed
action and the basis for the
cl assification.

Schedul e of planned environnent al
anal ysi s, including preparation of
t he Environmental Assessnents,
Environnental | npact Statenents
and, where required, environnental
site audits, historic preservation
reviews, flood plain and wetl and
coordi nation or related studies.

Envi ronnental analysis starting and
conpl eti on dates should al so include any
interimdates on which external agency
and or public reviews are expected to be
conpleted. Where feasible there should
al so be included the projected date for
a decision as to whether to prepare an
Envi ronnental |npact Statenent (EI'S) or
a Finding of No Significant |npact
(FONSI). EIS s starting and endi ng
dates for the Draft and Final EIS' s and
projected date for the Record of

Deci sion (ROD) should be included. Al
shoul d ensure that m | estones associ at ed
with environnental conpliance are

i ncluded in the prospectus

i npl enmentati on strategy schedul e.

Congressional Districts and Delineated Area.
Each project identified in the first step
process should identify the Congressional
district(s). |If the delineated area is a
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Central Business District (CBD), all of the
Congressional Districts in the CBD should be
included. |If the project is an
alteration/construction project, the
Congressional District would be the district
in which the project building is |ocated. If
the project states a city and state, it neans
the location will be confined to the city
limts. |If the delineated area states city's
nmetropolitan area or suburban city area, it

wi || nmean including housing areas outside of
the city limts.

(m Detailed Map. The project summary shal
include a map identifying the delineated area
for specific building location; or a broader
del i neat ed area description shall include the
streets that conprise the northern, eastern
sout hern, and western boundaries of the area.
If the delineated area i s an underdevel oped
area where streets are not avail able, a nap
shoul d be included that clearly identifies
t he delineated area and nearby points of
reference, e.g., landmarks and nonunents.

3.3.7 Additional Approval Requirenents For Lease Projects

There are three instances where | eases bel ow t he maj or
project level may neet the definition of a capital |ease in
OMB Bulletin 91-02 and thereby are controlled by this
Manual . They are:

(a) Lease purchase proposals,

(b) Leases that are proposed to contain purchase
opti ons whereby the building can be purchased
at a nomnal or bargain price, and

(c) Leases on Governnent-owned | and except for nodul ar
structures.

Cenerally, a lease project is witten only for short-term
tenporary requirenents, such as swi ng space, the continued
housi ng of a bureau that will be consolidated at a | ater
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date, space for a Bureau for which |Iong-range plans are
undeci ded, etc. The |ease prospectus does not require an A-
94 econom c analysis if the need is strictly tenporary;
however, there are benefits to doing this analysis.

As a general rule, |easing space to accommbdate: (a)
conputer and tel eprocessing operations; (b) secure and
sensitive activities; and (c) |aboratory space is to be
avoi ded and only entered into as a | ast resort.

A conmputer software package called TAPS (The Aut omated
Prospectus System is available to sinplify the econom c
anal ysis. Copies may be obtained by calling the Associ ate
Director, Ofice of Real Estate Policy and Major Prograns,
on (202) 482-3580. TAPS assists in determ ning several
factors:

(a) Provides the econom c analysis reports
required by OMB Circul ar A-94,

(b) Evaluates the six major housing alternatives:
| easi ng, new construction, repair and alteration,
direct purchase, |lease with option to buy, and
alternative (least cost) financing,

(c) Proposes nunerous "what if" questions,

(d) Evaluates long-termretention and di sposal
strat egi es,

(e) Devel ops appropriate negotiating strategies.

3.3.7.1 Rental Rate Analysis For Lease Projects

The | ease rental rate analysis shall include estimates
for both generic build-out and build-out specific to
the bureau's unique m ssion requirenents (previously
identified as initial and above standard alterations).
The rental range shall be supported by a brief

di scussion, i.e., what is the current nmarket cost and
how is this cost converted to the occupi abl e square
foot cost. Rental rates are to be stated in the |ocal
area neasurenent of rentable square feet. The source
for rental rate information nust be identified and the
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specifics of the rental range cal cul ati on nust be
i ncl uded.

3.4 Ateration and Mdderni zation Projects

3.4.1 General Project Guidance for Building Mdernization

Assets planned for |ong-range retention require reinvestnent
as their conditions, state of repair, operational and tenant
m ssi on needs warrant overall nodernization. By definition,
noderni zation is a building-wde reinvestnment to repl ace,

i nprove, renodel, and install major operating systens,
interior finishes, and building elenents and features.
Moder ni zati on of a building includes heating ventilating,
air-conditioning, plunbing, electrical, elevator, lighting
and fire and life safety systens; as well as ceilings,
flooring, walls and interior finishes in public and tenant
space.

Moder ni zati on work generally is classified as foll ows:

(a) Inprovenents - Wrk necessary to restore or
replace building systens, materials, and
equi pnent to an acceptable | evel of
oper ati on.

(b) Health and Safety - Wrk essential for the
protection of a building s occupants and
visitors.

(c) Vacant Space Recapture - Wrk necessary to
al ter vacant space for occupancy.

(d) Special Program Needs - Uni que requirenents
for handi capped accessibility, energy
conservation, historic preservation, seismc
protection, and art conservati on.
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3.4.2 Acceptable Reinvestnent Level (ARL) for Alteration and
Moder ni zati on Projects

Each buil di ng needi ng naj or noderni zation shall have the
Functi onal Repl acenent Value (FRV) determned. FRV is equal
to the estimated cost to newy construct the amount of space
t he building provides. For each nodernization project, the
proposed project is conpared to the ARL, which is equal to
50 percent of the FRV. The ARL is adjusted upward to 60
percent of the FRV for properties on the List of Historic
Buildings in Hstoric Quality Index Goup 1. Proposed
projects for which the estinmted costs exceed the ARL should
be scrutinized to determ ne whet her disposal and repl acenent
of the asset would be a nore cost-effective solution. FRV s
shal | be established using cost of construction benchmarks
or simlar building industry estimating practices. The

met hod used to cal cul ate the FRV should be expl ai ned.

The ARL estimate is not intended to cover major exterior
buil ding elements. The ARL is only applied to the

repl acenent and i nprovenent of systens and finishes. ARL
itens include: heating, ventilating, air-conditioning,
chillers, cooling towers, air handlers, punps, piping and
controls; electrical switch gear, transformers, panel
boards, wiring, receptacles, and |ighting; elevator cabs,
hoi st notors, generator sets and controls; plunbing
supply/return piping, valves and fixtures; and ceilings,
partitions, wall and w ndow coverings, carpeting and tile,
doors and hardware require repairs, replacenents and
improvenent if a facility is to continue to be functional
cost effective, and attractive.

The ARL is used as a guide and is based upon new
construction building systemand interior finishes costing
bet ween 55-65 percent of the total construction budget.
Since a facility's useful life is generally 20-30 years, it
is appropriate to realize that 2 percent per year for

bui | di ng-wi de reinvestnents is an accepted rule of thunb for
alteration and noderni zation projects. Were suitable
systens exist, this anount nay be adjusted downward;
conversely, there are cases where the 60 percent ARL is

i ncreased for historic properties and special seismc

consi derati ons.

DEPARTMENT OF COMMVERCE
REAL PROPERTY MANAGEMENT MANUAL
July 2003 3-12



CHAPTER 3 - DOC MAJOR PRQJECT APPROVAL PROCESS

3.4.3 CGeneral Project CGuidance Requirements For Alteration
and Mbderni zati on Projects

The alteration and noderni zati on project shall include, but
not be limted to, a discussion of the below itens:

(a) Cear scope of work, justification, and cost
esti nat es,

(b) Justification for building retention fromthe
retention/di sposal study or A-94 analysis,

(c) Inpact upon the building and/or costs if the
project is not acconplished, and

(d) Design projects should include housing plans,
proj ect scope, conplete econom ¢ anal ysis,
and all other information that woul d be
i ncl uded on a construction project.

Additionally, if an alteration project requires CFQ ASA
authorization to | ease swi ng space, the project for |easing
the swing space nust be submtted with the alteration design
project and included in the econom c anal ysis.

Bui | di ng Engi neering Reports (BER s) or simlar such reports
shal |l be used to support the need for the nodernization.
BER s ol der than 2-years shoul d be updated as necessary and
val idated prior to conpleting the initial authorization
request.

3.4.4 Specific Project Guidance Requirenents For Alteration
and Moderni zation Projects

(a) Seismc inprovenents are to be included as
part of the planned alteration/ nodernization
project as appropriate. Wen conditions
require accel erated correction, a stand-al one
proj ect should be devel oped.

(b) Health and safety inprovenent projects are to
be based upon risk assessnent analysis of the
buil ding's features and not sinple code
conpl i ance.
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Asbest os projects include the renoval,
encl osure or encapsul ati on of asbestos.
Al so, include required abatenent actions
because of other proposed alterations.

Accessibility inprovenment projects should be
i ncluded as part of overall alteration
nmoder ni zation projects as they wll alter
significant areas or systens of the buil ding.
Those itens, features, or space which are

el ements of accessibility are to be brought
up to the standard specified in the UFAS.

Energy retrofit projects/energy conservation
i mprovenents shoul d include detail ed project
justifications (savings to investnent ratios,
si npl e payback periods and BTU s saved per
dollar of investnent). These projects are
eval uated by the Departnent's Energy Manager.

Hi storic building project requirenents are
listed in Chapter 12 - H STORI C AND CULTURAL
PROPERTY PRESERVATI ON PROCRAM of this
manual . The National Hi storic Preservation
Act of 1966, as anended, requires agencies to
consi der how its undertakings could affect

hi storic properties. An undertaking is any
project, activity, or programthat can result
in changes in the character or use of

hi storic properties.

Leased

Revi ew and approval
alteration and noderni zati on projects for

Property

exceeds the prospectus threshold |evel.

Supporting information for |ease alteration projects wll

simlar to alteration/nodernization projects. The
additional facet for a | ease alteration project

aut horization request w ||
di scussion of how the alterations w |l

the | ease, options, and term nation date.

3.5 New Construction Cost Benchnarks

by the CFQ ASA is required when an
| eased property

be the | ease terns and a ful
affect the ternms of

be
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GSA has devel oped a construction cost benchmark nethodol ogy to
achi eve a reasonable | evel of consistency in budgeting for
projects in its construction program These benchmarks were
principally derived fromcomrercial construction cost data with
certain adjustnents made to account for unique requirenents for
Federal construction. These benchmarks may be used for the

of fice portion of Departnental construction efforts and

adj ustnrents made to account for any specialized space. GSA has
recei ved strong support fromthe Congress regarding its
benchmar ki ng system They have found this systemto increase its
credibility as an effective manager of its construction and
acquisition program W believe the Congress will | ook nore
favorably on our construction efforts if we explain how the GSA
Construction Cost Benchmarks were nodified to neet the
Departnment's construction prospectus request.

3.6 New Construction Building Efficiency

The project will include a discussion of the building efficiency
and expl ain building configurations which do not |end thensel ves
to efficient layouts. Building efficiency is defined as the
usabl e square feet divided by the gross square feet. It is the
nmeasure for the percentage of the building that is available for
use as usabl e space. The benchmark efficiency value for office
buil dings is 75 percent.
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